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After a two-year study of trade preferences under the Generalized System of Preferences (GSP), US
Trade Representative Clayton Yeutter announced at a Jan. 2 press conference that President Reagan
had decided to reduce trade preferences affecting 290 products imported from Brazil, Mexico,
Taiwan, Korea, Hong Kong, Singapore, Argentina and Yugoslavia. The changes will go into effect on
July 1, 1987. Three other nations Rumania, Nicaragua and Paraguay lost all rights to benefit from the
GSP, due to "failure to defend workers' rights."
The GSP program was introduced in 1975 with the aim of benefitting some 140 developing nations
and territories via free tariff access to the US market. When Congress renewed the GSP for another
8-1/2 years in 1984, the President was ordered to periodically examine the competitiveness of each
beneficiary country, and of each product under the program. The purpose of this periodic review
was to reduce benefits in cases of developing economies considered "sufficiently competitive."
As a result of the study mentioned above, advanced developing nations' access to the US market
under the GSP was reduced an average of 20%. These nations accounted for some $10 billion of a
total $13.3 billion exported to the US under the GSP in 1985. According to the GSP study, 15 to 20%
of US imports from advanced developing nations are not currently subject to tariffs. Under the GSP
eligibility modifications, Taiwan is the country most affected, slated to lose 37.5% of present benefits,
followed by Brazil at 32%. Mexico is scheduled to lose 16% of present benefits under the GSP. In
contrast, benefits under the GSP were increased for 95 products exported by 10 developing nations.
GSP executive director David Shark told reporters that exporting nations who lost free tariff
access will likely confront tariffs of 5 to 7% after July 1. Yeutter said the large reduction in benefits
conceded to Brazil does not represent a reprisal for trade barriers imposed by President Jose
Sarney's government on US manufacturers of computer programs and parts. A partial list of Latin
American nations and products affected by changes in the GSP follows: Losses Brazil: diverse
chemical products, industrial diamonds and precious stones, selected iron and steel products, brass
bars, automobile parts and diverse sports materials and equipment. Mexico: Selected vegetables,
liquors, paints, copper, silver products, automobile parts and batteries. Argentina: Selected grades
of corn, dried apples and fur products. Gains Colombia: potatoes, dried figs, rubber-coated fabrics,
and gelatin. Uruguay: dried beef.
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